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FEDERAL COMMUNICATIONS COMMISSION
An order extending -the comment period on a proposed rule which would revise
FCC Form 324, the Annual Financial Report of Broadcast Stations has
recently been announced by the FCC, (see the 8/18/80 Fed. Reg., p.54786).
Comments will be accepted until 10/9/80 and reply comments until 11/28/80.
For additional information contact Alan Stillwell at 202/632-6302.
FEDERAL FINANCIAL INSTITU TIONS EXAMINATION COUNCIL
A Uniform Commercial Bank Performance Report which will display financial
data derived from the quarterly Reports of Condition and Income filed by
commercial banks with their Federal regulators has been approved by the
Council. The Council recommended that the agencies adopt the model report
and has asked for agency action by 9/3/80. The performance report is
designed to be used by Federal bank examiners and analysts in connection
with their examination and supervisory activities. The data can be used
for a quick summary or for an in-depth review of the financial condition
of a bank. The proposed report is seen by the Council as a step forward
in its objective of promoting uniform supervision of Federally regulated
financial institutions.
In addition, it is anticipated that adoption
of a single, uniform report will significantly reduce the total costs
to the three banking agencies.
If adopted by the agencies, it is anticipated
that the Uniform Commercial Bank Performance Report will be available for use
by year-end 1981.
FEDERAL HOME LOAN BANK BOARD
Federal mutual associations are the subjects of recently proposed regulations
from the Board, (see the 8/21/80 F ed. Reg., pp.55750-54). Federally in
sured state chartered mutual institutions and Federal mutual savings banks
are to provide for the issuance of mutual capital certificates. The
proposed regulations set out application procedures, association membership
approval procedures, proxy solicitation, pre-approved charter amendments
and permissable and mandatory legal attributes for the certificates.
Additionally, the Board has proposed that the mutual capital certificates
be deemed as part of an insured mutual associations statutory reserve and
net worth accounts. According to the Board, this action is intended to allow
mutual associations to gain access to, and provide funds for, the housing
industry. Comments are requested by 10/20/80. For additional information
contact Harry Zimmerman at 202/377-6469.
GENERAL ACCOUNTING OFFICE
The Defense Department's policy of relying on contractors for accounting
controls over the billions of dollars in materials furnished to than is
ineffective according to a recent G A O report, "Weaknesses In Accounting
For Government-Furnished Materials At Defense Contractors’ Plants Lead to
Excesses". The GAO's review of four production contractors showed that
lack of proper accounting controls led to Defense providing shipments of
$1.3 million in material that was over contract allowances. According to
the report, the Secretary of Defense should discontinue the DOD policy of
total reliance on contractors’ property control records and establish
systems which, together with contractors' records, will provide accounting
control over DOD material from receipt to consumption. Additionally, GAO
suggests that the Defense Secretary instruct the services to develop accounting
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systems that establish a means of determining the quantity and value of
Government-furnished material:
1) contractually allowed to contractors;
2) actually provided to contractors; 3) reported as received by contractors;
4) reported as used by contractors, and; 5) reported as on hand by
contractors. The systems should include adequate accounting for Defense
materials that are obtained by production contractors directly from Defense
supply systems. Copies of the report may be obtained from the Government
Printing Office at 202/783-3238.
Improved internal auditing is needed at the Federal Reserve System according to
a recent report from the GAO. Internal auditors are not organizationally
independent from many of the managers whose activities they may be called
upon to audit, while outside auditors suffer from lack of follow-up the
report stated. Although external auditors report directly to the Board of
Governors, their areas of audit authority are limited and many operational
activities remain outside the scope of their audits. The report recommended
that the FRS establish a permanent independent internal audit group at the
Board of Governors consistent with professional internal auditing standards,
and require that Reserve Bank General Auditors review the efficiency and
effectiveness of bank supervision and regulation. GAO Report No. GGD 80-59.
INTERSTATE COMMERCE COMMISSION
A compromise on HR 7235, the "Rail Act of 1980" could result in a floor vote
by the House of Representatives this week, according to a recent contact
with the office of Rep. Bob Eckhardt (D-TX). Rep. Eckhardt expressed concern
with certain of the bill’s provisions and succeeded in having the House approve
an amendment to the bill which limited some of the latitude granted railroads
to raise rates. Rep. James Florio (D-NJ) originally introduced the bill on
5/1/80. Rep. Florio has been reported as believing Rep. Eckhardt's amendment
severely limits the deregulatory nature of the bill. Rep. Florio also took
steps recently to postpone consideration by the House which was scheduled for
8/26/80. HR 7235 contains provisions for a uniform accounting system for
railroads and a Railroad Cost Accounting Standards Board. The GAO, in a
5/27/80 letter to Congress, recommended alternatives to the Cost Accounting
Standards Board provision.
JUSTICE, DEPARTMENT OF
Government authority to challenge mergers of business partnerships, under the
antitrust provisions of the Clayton Act of 1914, will become law if the
House of Representatives votes this week to accept the conference report
on S.390, the "Antitrust Procedural Improvements Act of 1979." S.390
was origi
n ally introduced by Sen. Howard Metzenbaum on 2/8/79. One provision
in the bill amended Section 7 of the Clayton Act to include noncorporate
entities, such as partnerships, for the first time. Former Assistant Attorney
General for Antitrust, John Shenefield frequently testified last year in
support of this specific provision in S.390 and the House companion bill,
HR 4049. On one occasion he stated that "it is apparent that a merger
between major firms in this profession (accounting) could significantly
affect the national economy." The Department of Justice disavowed any
intention to focus new attention on mergers of accounting partnerships
at the time of Shenefield's comments. Mr. Shenefield is currently
Associate Attorney General. S.390 was passed by the Senate last year.
HR 4049 passed the House on 4/28/80. House-Senate conferees met to
reconcile the differences in the bills recently. The Senate voted, on
8/18/80, to accept the conference report. House action could possibly
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occur this week. There is apparently no disagreement on the amendment to
Section 7 of the Clayton Act. President Carter will have to approve the
finished product, however no opposition is anticipated.
NATIONAL CREDIT UNION ADMINISTRATION
Comments on proposed revisions to the Statement of Financial Condition and the
Statement of Income and Expense, two of the most important financial state
ments which are required of Federal credit unions at month-end, are requested
by the NCUA by 9/15/80, (see the 8/19/80 Fed. Reg., pp.55214-23). The
proposed Forms would replace existing Forms FCU 19 0A, Statement of Financial
Condition, FCU 190B, Statement of Income, FCU 109F, Statistical Report, and
FCU 109 (COMB 75), Report on Operations. The proposed form w o
u ld also serve
as the basis for any periodic call reports required by the Administration,
replacing a major portion of the form currently used for this purpose,
NCUA 5300, Financial and Statistical Report. The revised multipurpose
forms are meant to reduce the overall reporting burden on credit unions,
and also to serve the NCUA’s needs for data gathering for statistical
and analytical purposes. For additional information contact Mike Fisher
at 202/357-1065.
SECURITIES AND EXCHANGE COMMISSION
"An effective and hard working securities lawyer" is how Barbara S. Thomas
described herself at the 8/19/80 Senate Banking Committee hearing on her
nomination to the SEC. Thomas, a New York securities lawyer was nominated
by President Carter to replace retired Commissioner Irving Pollack. The
hearing, chaired by Senator William Proxmire (D-WI) was conducted in a
friendly atmosphere with the Committee repeatedly praising the nominee
on her educational and professional credentials. Thomas, who is 33 said
she had practiced securities law for 11 years and had represented both
large and small corporate clients.
In response to a Proxmire inquiry as
to her ability to be open minded and maintain her independence on the
Commission, Thomas pledged to be both open minded and independent and added
"I’ll be my own person".
In response to other questions she indicated that
she supported the Commission's deregulation program and would support the
enforcement divisions efforts to improve corporate accountability. Senator
Proxmire closed the hearing by commending the nominee saying she had
excellent qualifications. Barring any unforeseen complications the
nomination will be sent to the full Senate shortly.
"Reducing the disclosure burden on public corporations by minimizing the differ
ences between documents filed with the SEC and those sent to shareholders"
is a major goal of proposals approved 8/21/80 by the Commission. The
proposals, "constitute by far the single most important advance toward
achieving the Commission's longstanding goals of an integrated and simplified
disclosure system" in the words of SEC Chairman Harold M. Williams. Two
keys to the revised system of disclosure, are the restructured Form 10-K
annual report to shareholders. The Commission's intent being, that
registrants will ultimately combine annual reports and Form 10-Ks into
one consistent document. The proposal will: Require that companies
discuss capital needs, liquidity and the impact of inflation in their
shareholder reports; allow companies to eliminate certain data such as
consolidated balance sheets from their Form 10-K filings, since such data
would be included in the annual report to shareholders on file at the SEC;
permit companies involved in mergers or reorganizations file a short form
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report if the transaction does not exceed a 10 percent change in assets,
net income, gross sales or total equity.
In addition the Commission approved
a controversial requirement that a majority of directors sign the Form 10-K
annual report. Critics of the proposal feared that this could increase
legal liability for directors but the SEC staff said that the requirement
was intended merely to ensure that directors give sufficient attention to
the report. The Commission also requested public comment by 1/15/81 on a
proposal to set up three different categories of companies for registration
statement purposes. The categories would be based on financial health of a
company and how long it had been filing with the SEC. The short form report
for mergers will be effective 30 days after notice is published in the Federal
Register, while the other proposals will apply to documents coverning fiscal
years ending after 12/15/80.
TREASURY, DEPARTMENT OF
Rules concerning tax summonses for obtaining financial records for tax audits
have recently been proposed by the IRS, (see the 8/21/80 Fed. Reg., pp.55764-67)
Under the proposals, Sections 7609 and 7610 of the IRC will be amended to deal
with summonses for third parties, third party recordkeepers, intervention
rights, suspension of statute of limitations and fees and costs for witnesses.
The regulations are intended to be effective for summonses issued after 2/28/77.
Comments are requested by 10/20/80. For additional Information contact Cynthia
Clark at 202/566-3828.
SPEICAL: HR 5295 GAINS SIGNIFICANT NEW SUPPORT FROM OMB
In a reversal of previous policy statements, the OMB has provided significant
support for HR 5295, a bill to restore social security benefits to certain
categories of self-employed retirees, including CPAs. In a 8/14/80 letter
from 0MB Deputy Director John White to the AICPA's Federal Government
Executive Committee, OMB states that they have decided to "support the
prospective application of the retirement test for the self-employed
to include deferral income." HR 5295 has been actively supported by the
AICPA and the profession and contains provisions which will retroactively
restore benefits which were inadvertently lost during the 1977 amendments
to the Social Security Act. OMB, while supporting the general concepts in
the bill, does not support retroactivity. A recently released copy of
a 7/31/80 letter from Sen. Gaylord Nelson (D-Wisc), Chairman, Social
Security Subcommittee, to Sen. Russell Long (D-La) Chairman, Finance
Committee, requests "that HR 5295 be placed on the calendar to be marked
up at the next executive session of the Finance Committee." Sen. Nelson
added that "it is extremely important, in my judgement, that the Finance
Committee complete consideration of this bill, so that it can be acted
upon expeditiously by the full Senate at the appropriate time."’
The Finance Committee is currently in executive session.
SPECIAL: CONSULTANT HEARINGS PRODUCE LITTLE CONSENSUS
Initial hearings on S.2880, the "Consultant Reform Act of 1980" were conducted
by the bill's author, Sen. David Pryor (D-Ark) last week and produced little
in the way of a consensus among the witnesses. Sen. Pryor characterized
his bill as a "sunshine" measure and stated that "the Federal government
has not only contracted out virtually every type of basic government activity,
but has done so on terms designed to ensure the invisibility of this reliance."
Elmer Staats, Comptroller General of the U.S. (GAO) supported Pryor's call
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for a legislative remedy but declined to support S.2880 in its present form.
Staats agreed with most of the problem areas uncovered in the past 18 months
by Sen. Pryor and Rep. Herb Harris (D-Va), while reminding Congress that
GAO reports for the past 20 years have contained many of the current
criticisms. Foremost among many problems cited by Staats were inadequate
government procurement policies and controls and a continuing inability
to provide an encompassing, single definition of "consulting services."
Staats did not believe the OMB definition was adequate. Ms. Karen Williams,
Director, Office of Federal Procurement Policy, OMB, refused to support
S.2880 or any legislative remedy, preferring instead to rely on the force
of rules and regulations.
"You cannot legislate good management" was
Ms. Williams response to Sen. Pryor's call for legislation. Sen. Pryor
responded and asked Ms. Williams: "Can we regulate good management?"
He then reaffirmed his feelings that rules, regulations, and circulars are
inadequate and that managers are less likely to violate statutes than
circulars. Additional hearings are being considered for 8/30/80.

For additional information contact:
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